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SUBJECT: EC PLANS TO RESTRUCTURE THE STEEL INDUSTRY 

REF: 77 BRUSSELS 18656 

1 EC COMMISSION STEEL DIRECTOR. MAURICE SHAEFFER, TOLD 
MISSION OFFICER RECENTLY THAT COMMISSION WOULD PROBABLY 
ANNOUNCE IN JUNE A GENERAL REFERENCE PLAN FOR PRODUCTION 
CAPACITY IN THE EC STEEL INDUSTRY. THIS PLAN, HE SAID, 

WOULD USE 1974 CAPACITY AS A REFERENCE POINT AND GIVE 
INDICATIVE FORECASTS ON A YEARLY BASIS THROUGH 1985. 

THESE FORECASTS WILL BE THE BASIS OF DISCUSSIONS WITH 
INDUSTRY,UNIONSSAND NATIONAL GOVERNMENTS ON STRUCTURAL 
ADJUSTMENT IN THE EUROPEAN STEEL INDUSTRY. 

2 THE 1974 CAPACITY LEVEL REPRESENTS A BALANCE POINT 

OF CAPACITY AND DEMAND AT RELATIVELY HIGH PRICE LEVELS. 
SINCE THEN DEMAND HAS DROPPED WHILE CAPACITY HAS CON 
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TINUED TO GROW. SCHAEFFER SAID THAT THE COMMISSION DID 
NOT BELIEVE THAT CAPACITY COULD BE REDUCED BELOW OR EVEN 
HELD TO THE 1974 LEVEL BECAUSE OF PROJECTS ALREADY IN 
COURSE AND MODERNIZING INVESTMENTS NEEDED FOR COMPETE 
TIVE REASONS. BUT OUTMODED FACILITIES SHOULD BE PHASED 
OUT WHENEVER POSSIBLE AND NEW CAPACITY SHOULD BE SUB- 
JECT TO THE STRICTIST SCRUTINY. 
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3 SHAEFFER SAID THAT IN OCTOBER OR NOVEMBER AFTER 
INITIAL DISCUSSIONS WITH THE PARTIES INVOLVED IN RE- 
STRUCTURING, THE COMMISSION WOULD TRY TO ADD MORE 
DETAIL TO ITS PLAN. WHILE THE COMMISSION INTENDS TO 
RELY LARGELY ON SUASION TO GUIDE RESTRUCTURING EFFORTS, 
IT WILL ALSO USE ITS CONSIDERABLE FINANCIAL ASSISTANCE 
POWERS TO MOVE THE INDUSTRY IN THE DESIRED DIRECTION 
(REF) . 

4 SHAEFFER ACKNOWLEDGED THAT THE SUCCESS OF THE COM- 
MISSION'S RESTRUCTURING EFFORT WOULD DEPEND UPON THE 
AVAILABILITY OF NEW JOBS FOR DISPLACED WORKERS AND 
THAT IT WOULD BE DIFFICULT TO FIND INDUSTRIES WILLING 
TO LOCATE OR EXPAND IN THE DEPRESSED STEEL REGIONS' 

THESE INDUSTRIES MUST BE BOTH SUFFICIENTLY LABOR INTEN 
SIVE TO ABSORB THE WORKERS AND PROFITABLE ENOUGH TO 
CONTEMPLATE NEW INVESTMENT' THE COMMISSION IS STUDYING 
THE PROBLEM AND WILL DRAW UP A LIST OF INDUSTRIES WHICH 
MIGHT MEET THIS DESCRIPTION AS A REFERENCE FOR REGIONAL 
AND NATIONAL AUTHORITIES. HINTON 
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